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 Public Employees' Retirement Board 

 
   Department of Administration 
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 This is our annual financial audit report on the Public Employees’ Retirement 

Board (board) for the fiscal year ended June 30, 2003.  The objectives of our 
financial audit included determining if the board’s financial statements presented 
fairly its financial position and results of operations at and for the period ending 
June 30, 2003, with comparative combined totals at and for the period ending 
June  30, 2002.  These statements demonstrate the financial position and results of 
operations for the following Pension Trust Funds: 
 

Public Employees’ Retirement System – Defined Benefit Retirement Plan 
Municipal Police Officers’ Retirement System 
Game Wardens’ and Peace Officers’ Retirement System 
Sheriffs’ Retirement System 
Judges’ Retirement System 
Highway Patrol Officers’ Retirement System 
Firefighters’ Unified Retirement System 
Volunteer Firefighters’ Compensation Act 
Public Employees’ Retirement System – Defined Contribution Retirement Plan 
Section 457 Deferred Compensation Plan 
 

This report contains no recommendations. 
  
 
 
   Direct comments/inquiries to: 
   Legislative Audit Division 
   Room 160, State Capitol 
   PO Box 201705 
03-08   Helena MT  59620-1705 
 
Help eliminate fraud, waste, and abuse in state government.  Call the Fraud Hotline at 1-800-222-4446 
statewide or 444-4446 in Helena. 



 
 
 
 
 

FINANCIAL AUDITS 
 
 
 

 
 
Financial audits are conducted by the Legislative Audit Division to determine if the financial statements 
included in this report are presented fairly and the agency has complied with laws and regulations having 
a direct and material effect on the financial statements.  In performing the audit work, the audit staff uses 
standards set forth by the American Institute of Certified Public Accountants and the United States 
General Accounting Office.  Financial audit staff members hold degrees with an emphasis in accounting.  
Most staff members hold Certified Public Accountant (CPA) certificates. 
 
Government Auditing Standards, the Single Audit Act Amendments of 1996 and OMB Circular A-133 
require the auditor to issue certain financial, internal control, and compliance reports.  This individual 
agency audit report is not intended to comply with these requirements and is therefore not intended for 
distribution to federal grantor agencies. The Legislative Audit Division issues a statewide biennial Single 
Audit Report which complies with the above reporting requirements.  The Single Audit Report for the 
two fiscal years ended June 30, 2003, will be issued by March 31, 2004.  The Single Audit Report for the 
two fiscal years ended June 30, 2001, was issued on March 26, 2002.  Copies of the Single Audit Report 
can be obtained by contacting: 
 
 
Single Audit Coordinator      Legislative Audit Division 
Office of Budget and Program Planning    Room 160, State Capitol 
State Capitol       PO Box 201705 
Helena MT  59620      Helena MT  59620-1705 
Phone (406) 444-3616 
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November  2003 
 
 
The Legislative Audit Committee 
of the Montana State Legislature: 
 
This is our financial audit report on the Public Employees’ Retirement Board (PERB), a component unit of the state 
of Montana, for the fiscal year ended June 30, 2003, with comparative combined totals at and for the period ending 
June 30, 2002.  We issued an unqualified opinion on the financial statements of the Public Employees’ Retirement 
Board.  An unqualified opinion means a reader can rely on the information presented in the financial statements.  
The Independent Auditor’s Report begins on page A-1 of this report.   
 
This report also includes Management’s Discussion and Analysis, the Schedules of Funding Progress, and Employer 
Contributions & Other Contributing Entities.  These schedules are supplementary information required by the 
Governmental Accounting Standards Board.  As disclosed in the Independent Auditor’s Report, we did not audit the 
information and express no opinion on it. 
 
The objectives of our audit were to determine if the financial statements of PERB fairly present its fiduciary net 
assets as of June 30, 2003, and the changes in its fiduciary net assets for the fiscal year then ended, and follow up on 
prior audit recommendations.  Our office completed a financial-compliance audit of the system for the two fiscal 
years ending June 30, 2002, that included two recommendations.  We found PERB implemented both of the 
recommendations.   
 
Our unqualified audit opinion on the financial statements is also contained in the PERB Comprehensive Annual 
Financial Report.  Copies of the annual report for fiscal year 2002-2003 can be obtained from the Public Employee 
Retirement Administration.  The annual report contains additional background, statistical, and actuarial information, 
which may be of interest to legislators or the public, that is not included in this audit report.   
 
This report contains no recommendations to the PERB.  The written response to the audit is included at the 
end of the audit report on page B-1.  We thank the executive director and his staff for their assistance and 
cooperation. 
 
       Respectfully submitted, 

 
     Signature on File 
 
     Scott A. Seacat 
     Legislative Auditor 
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Public Employees’ Retirement 
Board Members  

 
 
Terry Teichrow, President 

 
 
Helena 

Term Expires 
 

3/31/05 
 Carole Carey, Vice President Ekalaka 3/31/07 
 Robert Griffith Helena 3/31/08 
 Betty Lou Kasten Brockway 3/31/06 
 N. Jay Klawon Hamilton 3/31/04 
 Troy McGee Helena 3/31/08 
 Jim Pierce Bozeman 3/31/08 
    
    
    
Administrative Officials Mike O’Connor, Executive Director 

 
  

 Kim Flatow, Member Services Bureau Chief 
 

  

 Roxanne Minnehan, Fiscal Services Bureau Chief 
 

  

 Kathy Samson, Defined Contribution Plans &  
   Educational Services Bureau Chief 

  

 
 
 
 

For additional information concerning the Montana Public 
Employees’ Retirement Board, contact Mike O’Connor, 
Executive Director, at: 
 
 100 North Park, Suite 200 
 PO Box 200131 
 Helena MT 59620-0131 
 (406) 444-3154 
 
 e-mail:  moconnor@state.mt.us 
 
 
 
 
 
 
 
 
 
 
 

Members of the audit staff involved in this audit were Melissa Heinert, Geralyn Hoffman, 
 Cindy S. Jorgenson, and Laura L. Norris.
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PERS Public Employees’ Retirement System 

DBRP Defined Benefit Retirement Plan 

DCRP Defined Contribution Retirement Plan 

MPORS Municipal Police Officers’ Retirement System 

GWPORS Game Wardens’ and Peace Officers’ Retirement System 

SRS Sheriffs’ Retirement System 

JRS Judges’ Retirement System 

HPORS Highway Patrol Officers’ Retirement System 

FURS Firefighters’ Unified Retirement System 

VFCA Volunteer Firefighters’ Compensation Act 

457 Plan Section 457 Deferred Compensation Plan 

 
 
 
 

 





LEGISLATIVE AUDIT DIVISION 
  
Scott A. Seacat, Legislative Auditor Deputy Legislative Auditors: 
John W. Northey, Legal Counsel Jim Pellegrini, Performance Audit 

Tori Hunthausen, IS Audit & Operations 
 James Gillett, Financial-Compliance Audit 
   

 
 

Room 160, State Capitol Building PO Box 201705 Helena, MT  59620-1705 
Phone (406) 444-3122  FAX (406) 444-9784  E-Mail lad@state.mt.us 

Page A-1 

INDEPENDENT AUDITOR’S REPORT 
 

The Legislative Audit Committee 
of the Montana State Legislature: 
 
We have audited the accompanying Statement of Fiduciary Net Assets-Pension Trust Funds of the Public 
Employees' Retirement Board, a component unit of the state of Montana, as of June 30, 2003 and 2002, 
and the related Statement of Changes in Fiduciary Net Assets-Pension Trust Funds for the fiscal years 
then ended.  These financial statements are the responsibility of the Public Employees' Retirement Board.  
Our responsibility is to express an opinion on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement.  An audit includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable 
basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Public Employees' Retirement Board as of June 30, 2003 and 2002, and the 
changes in fiduciary net assets for the fiscal years then ended, in conformity with accounting principles 
generally accepted in the United States of America. 
 
Management’s Discussion and Analysis, the Schedule of Funding Progress, and the Schedule of 
Employer Contributions & Other Contributing Entities are not a required part of the financial statements 
but are supplementary information required by the Governmental Accounting Standards Board.  We have 
applied certain limited procedures, which consisted principally of inquiries of management regarding the 
methods of measurement and presentation of the required supplementary information.  However, we did 
not audit the information and express no opinion on it. 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements of the Public 
Employees’ Retirement Board.  The Schedules of Administrative Expenses, Investment Expenses, and 
Consultants; the Detail of Fiduciary Net Assets (PERS-DBRP and PERS-DBEd) and the Detail of 
Fiduciary Net Assets (PERS-DCRP, PERS-DCEd and PERS-DC Disability) as of June 30, 2003; and the  
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Related Detail of Changes in Fiduciary Net Assets (PERS-DBRP and PERS-DBEd) and the Detail of 
Changes in Fiduciary Net Assets (PERS-DCRP, PERS-DCEd and PERS-DC Disability) for the fiscal 
year then ended are presented for purposes of additional analysis and are not a required part of the 
financial statements.  Such information has been subjected to the auditing procedures applied in the audit 
of the financial statements and, in our opinion, is fairly stated in all material respects in relation to the 
financia l statements taken as a whole. 
 
The eight retirement systems administered by the Public Employees’ Retirement Board have actuarial 
gains and losses smoothed over four years and only one fourth of each previous year’s actuarial loss has 
been recognized in the amortization period as of July 1, 2002.  The amortization period as of July 1, 2004, 
will include all the losses for fiscal year 2001, most of the losses for fiscal year 2002 and the investment 
income in fiscal year 2003.  Because of this issue, there is uncertainty with respect to the adequacy of 
funding for the Public Employees’ Retirement System – Defined Benefit Retirement Plan, the Game 
Wardens’ and Peace Officers’ Retirement System and the Sheriffs’ Retirement System.  
 
 

Respectfully submitted, 
 
       Signature on File 
 

James Gillett, CPA 
Deputy Legislative Auditor 

 
 
November 6, 2003 
 
 
 



The Public Employees' Retirement Board's 
Management’s Discussion and Analysis, 

Financial Statements, Notes and  
Required Supplementary Information 

 

 

 
  



 






































































































































